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MUSSENS LIMITED, 1100 NORMAN ST., LACHINE, P.Q. 


ANNUAL REPORT 


TO THE SHAREHOLDERS 


FOR THE YEAR ENDED 
MARCH 31, 1966 


PROFIT 


Consolidated net profits after taxes of your 
Company and its subsidiaries for the year ended 
March 31, 1966 established a new record high at 
$657,562, equal to $1.29 per share of common 
stock outstanding at the close of the year. In the 
previous fiscal year ended March 31, 1965, con- 
solidated net profits were $535,007, or $1.05 per 
share for the equivalent number of shares. The 
23 percent increase in profits, which follows last 
year’s 42 percent increase, is primarily the result 
of increased sales, particularly of heavy mining 
machines. 


DIVIDEND 


Despite the record level of earnings, your Di- 
rectors do not deem it prudent at present to in- 
crease the dividend rate per share. In view of 
stringent money conditions they feel it is prefer- 
able to the Company to retain most of the earn- 
ings and conserve cash. 

A quarterly dividend of 7% cents per common 
share has been declared payable on August 1, 
1966. An extra dividend of 10 cents per common 
share has been declared in respect of the year 
ended March 31, 1966 payable on the same date. 
These dividends will be payable to shareholders 
of record July 14, 1966. 


CAPITAL STOCK 


During the year, 5,215 of the reserved shares 
were issued against the exercise of stock warrants 
originally attached to sinking fund debentures at 
$15 per share for a total consideration of $78,225. 
All unexcercised warrants expired on August 1, 
1965. In September, 1965 the shares of common 
stock were subdivided on a 3 for 1 basis. There 
are now 509,595 shares outstanding out of a total 
authorized of 600,000. 


OPERATIONS 


Total sales by the Company of its complete 
range of equipment and services was greater than 
last year’s record volume by some 30 percent. 
This increase was due in large measure to in- 
creased sales of large specialized mining machin- 
ery which traditionally yield very narrow gross 
margins. Part of the growth in the dollar volume 
of sales was the result of factory price increases 
which occurred during the year. 


Branches in Quebec province provided sub- 
stantial increases in total sales and in operating 
revenues. However, operating expenses rose con- 
siderably, so that the total contribution to earn- 
ings from Quebec branches was only modestly 
above that of the prior year. Part of the expense 
increase was a consequence of the separation of 
the Company’s diesel engine division into a new 
subsidiary company, Dorval Diesel Ltd., and its 
move to, and start-up in new premises. 

In the Maritime branches, the year’s results 
were similar to those in Quebec. The Fredericton 
branch completed its move to new premises in 
February of 1966, and costs associated with this 
move have also been absorbed intothe operations 
being reviewed. 

Ontario Equipment and Supply Limited en- 
joyed a one quarter increase in both sales and 
operating income. Expenses were up by a consid- 
erably lesser percentage, and income transferred 
to earned surplus was nearly double that of the 
prior year. 

As predicted in last year’s report, the volume 
of paper financed by Colborne Acceptance Lim- 
ited rose very substantially during the year. This 
increase was represented by sales of machinery 
for several major transactions of excellent credit 
rating and therefore this accommodation was ar- 
ranged for the parent company on a nominal fee 
basis. As a consequence in spite of higher re- 
ceivables, net income for this subsidiary was some 
16 percent below that of the prior year. Separate 
statements for Colborne Acceptance Limited are 
included in this report. 

The techniques of rental and rental-with-op- 
tion-to-purchase continued the growth pattern 
established in recent years, and the Company 
maintained its position of being one of the lead- 
ers in evolving refinements to these methods. 
Record keeping, job patrol and field service are 
keys to success in this type of merchandising, and 
receive the constant attention of your manage- 
ment. Asa further step in improving our methods, 
a centralized equipment inventory control staff 
has been established and given authority over 
preparation of source documents, records, re- 
ports, and responsibility for levels of machine in- 
ventory. 


PROPERTIES 


Dorval Diesel Ltd., a new subsidiary for the 
Company’s diesel engine division, acquired a 
314 acre site on Hymus Blvd. in Dorval Indus- 
trial Park and had constructed for its own use 
a custom-designed building. It comprises 19,000 
square feet of office, shop and warehousing space. 
Transfer, in November 1965, of the personnel, in- 
ventory and equipment of Dorval Diesel Ltd. has 
relieved some growing congestion at Lachine. 

At Fredericton a long-term lease for new prem- 
ises was developed. A new building comprising 
42,000 square feet was constructed on a 10-acre 
site to plans and specifications designed to meet 
the Company’s needs at this important location. 
The splendid new premises were occupied in 
February 1966, following which a sale of the 


Company’s old buildings has been arranged. The 
improvement in the facility for this branch is dra- 
matic and should ensure increased efficiency of 
operations and service to the Maritimes markets. 
Under the terms of the lease, the Company has 
several alternative options to purchase. 

During the year, the Company expended a 
total of $582,075 on capital account. The major 
portion of this, $318,749, was by Dorval Diesel 
Ltd. for their new premises. The balance was 
spent on a variety of leasehold improvements, 
shop equipment, furniture and fixtures, and re- 
placements of the Company’s fleet of transporta- 
tion equipment. 


DATA PROCESSING 


Throughout the year the Company continued 
its preparation for the conversion of many of its 
important clerical and accounting procedures 
from manual to automated systems. This essen- 
tial work followed plans developed out of the 
feasibility study of the prior year conducted by 
our management consultants. It has involved a 
considerable amount of non-repetitive expense 
relating to forms, programs, staff and consulting 
services. At the date of this report, the computer 
has been received and test runs are commencing 
parallel to the manual systems. The latter will 
gradually be phased out on a planned basis. 


INDUSTRIAL RELATIONS 


During November 1965, the United Automo- 
bile Workers Union was certified as collective 
bargaining agent for a specified group of the 
Company’s personnel in the Lachine Service and 
Parts Departments. In May of 1966, the same 
union obtained certification for similar personnel 
at Dorval Diesel Ltd. and at Quebec City branch. 
Negotiations for two-year contracts reached the 
point of agreement-in-principle in May 1966 and 
at this writing the Lachine contract has been 
signed, and the other contracts are being finalized 
for signature under the terms of the memoran- 
dum of agreement. Although this first formal col- 
lective agreement in the Company’s history im- 
poses additional cost burden, your Directors are 
pleased that it has been reached without serious 
disruption to operations, and they are therefore 
hopeful that relations between the Company and 
the Union can be maintained on a cordial basis. 


FINANCIAL 


During the year $1,000,000 of 614% Sinking 
Fund Debentures, Series D, were sold and the 
proceeds added to working capital. The expense 
of issuing these debentures has been charged to 
surplus. 

For sinking fund purposes $80,000 par value 
of Series A debentures, $60,000 par value of 
Series B debentures and $35,000 par value of 
Series C debentures were acquired, partly by call 
and partly by open market purchases. These de- 
bentures were lodged with the trustee for cancel- 
lation. 

Total inventories, which had risen 19 percent 
during the previous year, increased an additional 


14 percent, or $1,962,452 to a book figure of 
$15,802,057. Of the increase, 39 percent was ac- 
counted for by new machines, 35 percent used 
machines and 26 percent parts. At March 31, 
1966, roughly 65 percent of our used machine 
inventory was out with customers on rental, and 
in most cases carrying an option to purchase. 
This compares very favourably with the com- 
parable year-ago figure of 45 percent. Your man- 
agement feels that the time of planned growth of 
inventories has now passed and has initiated a 
program of reduction in investment in some 
types and models of machines. 


OUTLOOK 


The Company entered its new fiscal year with 
a high level of booked business. Billings, al- 
though below the record-breaking level of the 
opening months of last year, are well above the 
rate of the second highest year for the Company. 

Programs for capital investment, both by busi- 
ness concerns and for public works, will be 
larger in 1966 than they were in 1965. Construc- 
tion activity of an engineering type will probably 
increase by about 10 percent. Contributing to 
this advance is a much expanded highway and 
bridge building program, increased spending for 
structures relating to electric power development, 
the acceleration of activity in the pulp and paper 
and mining industries, together with increased 
activity in the expansion of municipal facilities 
such as sewers and waterworks. This activity, 
together with substantial growth of sales of ma- 
teriai handling equipment, will maintain the sales 
opportunities for your Company at an attractive 
level. 

Postponement of certain public works as an 
anti-inflationary move on the part of the federal 
government and as a post-Expo assurance of em- 
ployment opportunities reinforces the confidence 
of your Directors and of the management in the 
long-term outlook for Mussens. 

Your Directors extend their thanks to the en- 
tire Mussens organization for the record accom- 
plishments during fiscal 1966, and to all share- 
holders for their interest and support. 


On behalf of the Board of Directors, 


CHAIRMAN 


PRESIDENT 


July 6, 1966 


(mMussens LIMITED—AND SUBSIDIARY COMPANIES 


ASSETS 
CURRENT ASSETS: 1966 1965 

Cashes tere) Septet ee ee, oo og eh oe fe $ 82,408 IS3,872 
Accounts receivable (note.2) 35 5. a ee 6,037,749 6,029,152 
Bills -recervables(note:2) 0. =.) a) te a ee ee ee 283,608 99,564 
Inventories: (mote: 3)ucr i) 7 ese eee eck ee 15,802,057 13,839,605 
Prepaid expenses: Guia ce 2 ies Aes oe ee Sool 55,064 

TOTAL, CURRENTVASSETS) 222/22 5-.. - eee 22,241,613 20;17 7,257 


INVESTMENT IN FINANCE SUBSIDIARY NOT 


CONSOLIDATE D(notedl)2 2 eye ee ee eee 320,790 278,984 
ACCUMULATED 
FIXED ASSETS: COST DEPRECIATION 
Land and buildings:.-) = a $ 1,048,930 174,283 874,647 614,308 
Plant and equipment: =...) 08. 1,018,067 604,259 413,808 355,019: 
Transportation equipment ... . 624,376 347,690 276,686 222,050 
$ 2,691,373 1,126,232 1,565,141 1,191,973 
Leasehold improvements — at cost less amounts written off .. . 119,427 115,491 
1,684,568 1,307,464 


$24,246,971 21,763,705 


See accompanying notes to financial statements. 


Approved on behalf of the Board: 


F. E. Newman, Director. 
C. J. JACKSON, Director. 


CONSOLIDATED BALANCE SHEET 


MARCH 31, 1966 
with comparative figures for 1965 


LIABILITIES 


CURRENT LIABILITIES: 


Bank loans (secured). . . ; 

Othemloans secured) t= vo 8 

Accounts payable and accrued expenses ......... 
Accounts payable — instalment payment basis (secured) . . 
Taxes other than income taxes 

Long term debt due within-one year . 

Income taxes payable (note 4). . . 

Due to finance subsidiary. 


TOTAL CURRENT LIABILITIES. 
LONG TERM DEBT (note5)... 


SHAREHOLDERS’ EQUITY: 


Capital stock (note 6)... 
Surplus per accompanying statement. 


Contingent liability for customers’ lien notes discounted 


AUDITORS’ REPORT TO THE SHAREHOLDERS 


ae ie 
$ 4,106,245 4,373,272 
2,500,095 3,104,427 
3,198,215 2,470,478 
4,802,376 3,884,123 
314,142 289,166 
212,004 183,236 
592,293 451,558 
233,961 96,218 
15,899,271 14,852,478 
3,784,018 2,814,403 
430,230 352,005 
4,133,452 3,744,819 
4,563,682 4,096,824 
$24,246,971 21,763,705 
$ 2,100,000 2,450,000 


We have examined the consolidated balance sheet of Mussens Limited and subsidiary companies as of March 31, 1966 and 
the consolidated statement of profit and loss and surplus for the year ended on that date. Our examination included a general 
review of the accounting procedures and such tests of accounting records and other supporting evidence as we considered necessary 


in the circumstances. 


In our opinion, the accompanying consolidated balance sheet and consolidated statement of profit and loss and surplus 
present fairly the financial position of the companies at March 31, 1966 and the results of their operations for the year ended 
on that date, in accordance with generally accepted accounting principles applied on a basis consistent with that of the preceding 
year. Also, in our opinion, the accompanying statement of source and application of funds presents fairly the information shown 


PEAT, MARWICK, MITCHELL & CO. 


therein. 


Montreal, Que. 
June 29, 1966. 


Chartered Accountants. 


1 


(Mussens LIMITED—AND SUBSIDIARY COMPANIES 


NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
MARCH 31, 1966 


BASIS OF CONSOLIDATION: 


The consolidated financial statements include all subsidiaries except a wholly owned finance 
Company. The investment in the unconsolidated finance subsidiary is carried at cost plus the 
earnings accumulated subsequent to its acquisition. 


The accounts of Ontario Equipment and Supply Limited have been closed as of December 31, 
1965 and the consolidated statement of profit and loss includes the operating results of that Company 
for the year ended December 31, 1965. 


ACCOUNTS AND BILLS RECEIVABLE: 


Accounts and bills receivable include approximately $129,000 not due within one year. 


INVENTORIES: 


BASIS OF VALUATION 1966 1965 
New machines [aided own COSt.) 2 =n wee $ 3,371,629 2,627,480 
Used machines — in stock, Less than cost as appraised by 
on rental and on rental- management 
with-option-to=purchase = ce sas) ae eee ne 9,072,664 8,388,594 
Parts Valued at suppliers’ current 


list prices plus duty less 
estimated dealers’ discounts, 
obsolescence and allowance 
for price increases... . 2,996,464 2,492,969 


Work in progress COST te Fire wt sche 361,300 330,562 
$15,802,057 13,839,605 


INCOME TAXES: 


The provision for income taxes has been based on claims for depreciation as allowed under the 
Income Tax Act, which allowances are not materially different from those charged in the accounts. 
In previous years these allowances were in excess of the amount charged in the accounts and the 
cumulative amount by which the tax liability has been reduced is approximately $51,000. 


NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (cont’d) 


5. LONG TERM DEBT: 


1966 1965 

614% sinking fund debentures, Series ‘“‘A’’, due 

ebreary 1019 (2-5 >. eee ek we EL he $ 530,000 
Less annual sinking fund requirement (included 

intctrrent labilittes)"s a ta oe Ae. 80,000 450,000 530,000 
634% sinking fund debentures, Series “‘B’, due 

December 19 75rt. 2k eA A. & 3c. 700,000 
Less annual sinking fund requirement (included 

EPECURTENMabilitiCS eels me. nS oes so 60,000 640,000 700,000 
614% sinking fund debentures, Series ‘‘C’’, due 

TV) ED OF rs, RRO ie. SRI VRS «| 1,465,000 
Less annual sinking fund requirement (included 

IDCurrenuliabilities)ye ) steer oe 5, 35,000 1,430,000 1,465,000 
644% sinking fund debentures, Series ‘““D’’, due 

MIN al OG Ou pe ee el res RA ee es ak 1,000,000 
Less annual sinking fund requirement (included 

in CULFeNt abilities) jee a. 6 we ee ae: 25,000 975,000 — 

3,495,000 2,695,000 

Mortgages on land and buildings (less $12,004 included in cur- 

PCMOMADIIECS) MERCER CaM hs en ee re tar keg 289,018 119,403 

$3,784,018 2,814,403 


The Company has an option, subject to the fulfilment of one remaining condition which management believes will be met, to 
renew a mortgage payable for a further ten years from the original maturity date, October 31, 1966. It is the intention of manage- 
ment to exercise the option and for this reason the outstanding amount of the mortgage, except for the amount normally due in 


current instalments, is included as a non-current liability. 


6 CAPITAL STOCK: 


In accordance with Supplementary Letters Patent dated September 28, 1965 the common shares 


were subdivided on the basis of two additional shares for each share held. 


1966 1965 
SHARES VALUE SHARES VALUE 
Cumulative redeemable preferred shares of 

$50.00 par value per share. Authorized . 40,000 40,000 

Common shares of no par value. Authorized 600,000 200,000 
issued at beginnin® Of year. 5. =... 164,650 $352,005 163,190 $330,900 
Issued during the yearforcash ..... aA) 78,225 1,460 21,105 
169,865 164,650 $352,005 

New subdivided shares. . . . . 509,595 $430,230 


7. SURPLUS: 


Included in Surplus is Capital Surplus of $81,070, representing the excess of book value of assets 
of a subsidiary company at date of acquisition over cost of investment therein and contributed sur- 


plus of $30,424, which amounts were unchanged during the year. 


8. CONTRACTUAL OBLIGATIONS: 


The Company premises in Montreal, Fredericton and Sept-Iles are occupied under long term net 
leases, requiring annual rental payments of $163,000. Under the terms of these leases the Company 


has options to purchase the properties. 


(Mussens LIMITED—AND SUBSIDIARY COMPANIES 


CONSOLIDATED STATEMENT OF 
PROFIT AND LOSS AND SURPLUS 


YEAR ENDED MARCH 31, 1966 


with comparative figures for 1965 


Sales including profit from rentals and service and miscellaneous 
revenue. 8 Go a a 


Cost of sales including service, selling and general administrative 
EXPENSES 6. su xh qe eye ce ee 


Operating profit before deduction of the following items:. 


Depreciation. sa. 2 2 Pe, ee ee 


Directors’ remuneration — 
as: ORCerSdn: leon Si ees ie a aoe ee ee 
as Directors’ 092 2) bos a eae ees Se 


Debenturé- interests se. a eee eee 


Net profit bet ore income taxes: yr ee 


Income taXxeSy Sate: ces. oe ee ee ee 


Net: profit of, finance:subsidiary 374-10 ee 


Net profit.c2 io 3-64 eee eg eye ee 


Surplusat, Deginning Ol yeal we ae ee ee 


Deduct: 
Dividends, paid aa Aiud see a ce eee ee ee a 
Premium on:debentures retired 2 = se eee ee ee 


Debenture discOunt#s. ..-5 (ce ee eee 


Surpiuis-at end Of yeat (Ole 7) earner ee 


See accompanying notes to financial statements. 


1966 1965 
$39,981,897 30,822,192 
38,260,071 29, 389/332 
17215826 1,432,860 
1775262 163,069 
167,385 152,880 
3,500 2,100 
231,048 169,416 
579,070 487,465 
1,142,756 945,395 
527,000 459,000 
615,756 486,395 
41,806 48,612 
6575502 535,007 
3,744,819 3,434,734 
4,402,381 3,969,741 
228,044 163,661 
885 15201 
40,000 60,000 
268,929 224,922 
$ 4,133,452 3,744,819 


(Mussens LIMITED—AND SUBSIDIARY COMPANIES 


CONSOLIDATED STATEMENT OF 


SOURCE AND APPLICATION OF FUNDS 
YEAR ENDED MARCH 31, 1966 


Funds provided : 


From operations: 


Ne pole OlmnesVCAlway fy pie) oud fo Be elon Gre, Rae a. Oe Sr Ol S56 
wed depreciation not requirins Cashvexpenditure @ me e.8. .. 2 3. a se: 177,262 
Undceproviced I LOMPOperatlOns. 27%) enw 1 lle tas ce ek oe 793,018 
iomnsslewieoerics-)Depentures:.c.,2 6c 2 3.8 we GREP Ce eo we ar 960,000 
Eromemon caseonkand and DUIIdINGS: ...0 3. «6 bo we Oe a ww 185,000 
From issue-ol,Common. shares. 2°. 25... « « « 5 a Sale Ti NS ee 0G 78,225 
ME OmpOLOCeCdS OF GiSpOsal OF MIXed aSSelS.. oe (6 ne we Se 27,709 
rotalrundsprovideder went a wear Mw ee sn gees Be Ne ahs Me ham cuca? $ 2,043,952 


Used as follows: 


PERC HASCTOLMUXCOEASSELS: Jah crct oy: ait te 5 8 swe ea ee $582,075 

Bimictendsepaidertermr: ie ha sles hel ae LEE 1p os Oy tain SS es eet 228,044 

Kepaymentsonlone term debt... Grd & 14 Ges eee pu ee eng 235 

Premium on debentures retired. 3 62 os 6 eb ee a 885 1,026,389 
IA GditiOn ator WOrkin paca pitall sar AP eae ts eg a ee ace oe Mee AE hes $ 1,017,563 


Working capital changes: 


1966 1965 INCREASE 
Gurrent assets eos ae. es On) eae ere $22,241,613 20,177,257 2,064,356 
Murrentaliaotilies Ms: 64. boot Gal see eS 15,899,271 14,852,478 1,046,793 


Working capitals 2 ss, 1 ee es eee $ 6,342,342 5,324,779 1,017,563 


COLBORNE ACCEPTANCE LIMITED 


BALANCE SHEET 


MARCH 31, 1966 
with comparative figures for 1965 


ASSETS 1966 1965 
Cash agree PA ib aE aid i te i: ee SYA a be lt $ 45,884 9,035 
Notes and accounts receivable: 
Mattiring withincone. year <= = 422) Spc oa, ee ae ee 2,014,309 363,928 
Maturing after one year 2 5 ao eee ee ee 824,803 140,554 
2,839,112 504,482 
Due from parent‘companys, = = 95. 5 = eee ee ee 233,961 96,218 
$3,118,957 609,735 
LIABILITIES 
Current liabilities: 
Bank. loan (secuted) =. 2. << ae.) soi, © ee eee $ 780,500 240,000 
Notes: payable (secured)2-5 . 4 Nae ee eee 1,879,700 — 
Accrued expenses... ad 4 Et Un pe 1,287 i 
Income:taxes payable <5. a 2 eee 25,635 33,978 
Total.current liabilities: <0 4 Ga 228: 4 Seen ee eee 2,687,120 273,978 
Deferred-revenue, 3)2- 2% 3 oe ee ee ee ee 111,047 36,773: 
Shareholders’ equity: 
Capital stock: 
6% non-cumulative redeemable preferred shares of $10.00 par value per 
share. Authorized 16,450 shares. 
Common shares of no par value. Authorized 241,500 shares; issued 100,000 
SHATES ary ncaa : ; 2 nae ‘ 100,000 100,000 
Earned surplus — per accompanying statement. ow i UNS on ee ee 220,790 178,984 
Total shareholders equity 7 2 27.0 nae eae ee 320,790 278,984 
Approved on behalf of the Board: $3,118,957 609,735 
C. J. JACKSON, Director. 
G. R. DUNCAN, Director. 
STATEMENT OF INCOME AND 
EXPENDITURE AND EARNED SURPLUS 
YEAR ENDED MARCH 31, 1966 
with comparative figures for 1965 
1966 1965 
Income: 
Interest-earnedié. 5%. 72 £28 foes, eee S) 95,375 121,053 
Expenditure: 
Interest on loans. . . Stake Nal sth Ta a Tae ee 25,895 34,060 
Parent company administration charge Bg ee RR ae oe 1,000 1,000 
General .expenses-and: bank charceszye. ane eee ee 1,174 2,882 
28,069 37,942 
Net income: before: taxes: =. 4). o-8 en ee 67,306 83,111 
Provision for income taxes ...... ee me en eye oe chy ae a eee eA ee 25,500 34,500 
INet income jen. SPOS, soe aca ee ee ee Pee 41,806 48,611 
Earned surplus at beginning of year. PaO a HOWE A aes, So ch et Bee es 178,984 130,373 
Barned:surplusiatendiof yeatacusencu ls me ee $ 220,790 178,984 


AUDITORS’ REPORT TO THE SHAREHOLDERS 


We have examined the balance sheet of Colborne Acceptance Limited as of March 31, 1966 and the statement of income and 
expenditure and earned surplus for the year ended on that date. Our examination included a general review of the accounting 
procedures and such tests of accounting records and other supporting evidence as we considered necessary in the circumstances. 

In our opinion, the accompanying balance sheet and statement of income and expenditure and earned surplus present fairly 
the financial position of the company at March 31, 1966 and the results of its operations for the year ended on that date, in accord- 


ance with generally accepted accounting principles applied on a basis consistent with that of the preceding year. 


PEAT, MARWICK, MITCHELL & CO. 


Montreal, Que., May 17, 1966. Chartered Accountants. 
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